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External Position of the United Kingdom 


The Chancellor of the Exchequer has announced that 
the current account deficit of the United Kingdom was 
£140 million for the first half of 1948, compared with a 
revised figure of £630 million for 1947. Imports were 
greater than had been estimated largely as a result of a 
10 percent increase in prices; exports were slightly 
above the planned level. The deficit on invisible account 
of £192 million in 1947 was replaced by a surplus of 
£16 million; shipping income, tourist receipts, and net 
income from financial and commercial activities were 
all considerably above expectations. 

The Western Hemisphere deficit was reduced from £670 
million in 1947 to an annual rate of £390 million in 
the first half of 1948. Imports from this area were dras- 
tically curtailed; the value of exports to it increased by 
more than 40 per cent; dollar expenditure in the British 
Zone of Germany was sharply reduced, while other dol- 
lar invisible receipts were considerable. Nevertheless, the 
dollar deficit remains the most difficult problem that the 
U.K. has to deal with. A surplus at an annual rate of £140 
million was earned with the sterling area and of £80 
million with the OEEC countries. There are also difficul- 
ties in achieving a reasonable balance with the remaining 
countries of the world with which the current account 
deficit was at an annual rate of £110 million in the first 
half of this year. Much of this is due to additional sup- 
plies of food and fodder from Eastern Europe and else- 
where, but much is also ascribable to the abnormal in- 
crease in the price of certain raw materials, notably 
cotton. 

The direct deficit of the U.K. with the dollar area 
amounted to £186 million; the rest of the sterling area 
made a great contribution in helping to relieve the strain 
on gold and dollar reserves by reducing to £19 million 
its dollar area deficit net of gold sales to the U.K. Pay- 
ments on behalf of the whole sterling area in gold and 
dollars to countries outside the dollar area amounted to 
£49 million. Of this total of £254 million spent in the 
first half of the year, £80 million was met by the South 
African gold loan, £87 million by drawing on the United 


Distribution of ECA Aid, 1948-49 

The Organization for European Economic Coopera- 
tion has agreed on the distribution of direct American 
aid among the couniries participating in the Marshall 
Plan, as well as on the contributions and the drawing 
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States and Canadian dollar credits, £26 million by pur- 
chase of dollars from the International Monetary Fund, 
and £22 million from ERP receipts. The £39 million re- 
maining was met from gold and dollar reserves which 
fell by that amount to £473 million on June 30, though 
some additional receipts from ERP will accrue as a re- 
sult of expenditure already incurred. 

Capital movements to the sterling area, which include 
a large number of varied transactions ranging from 
genuine long-term investment to the movement of so- 
called refugee funds, have been provisionally estimated 
at £145 million. Sterling balances of non-sterling area 
countries fell by £142 million, Argentina and France 
being responsible for the larger part of this decrease; 
sterling balances of sterling area countries rose by £116 
million, chiefly because of the inflow of capital and the 
surplus earned by the rest of the sterling area in its 
trade with OEEC countries. 

The Chancellor stated that the U.K. had provisionally 
undertaken, under the arrangements worked out by OEEC, 
to make a net contribution of sterling to the value of 
$282 million in the form of grants to other European 
countries in the year 1948-49, and to allow European 
countries to run down their sterling balances to an extent 
equivalent to $200 million or more in the same period. 
This would enable all participating countries to finance 
their needs from the sterling area as a whole. The U.K. 
could, however, not accept the possibility of having to 
make gold payments to the hard currency European 
countries, as might happen if the sterling grants were 
used by participating countries to make payments to their 
creditors. It would also be necessary to establish a set of 
European trade rules which would ensure that the con- 
tributions of creditor countries would be used only to 
promote lasting recovery and equilibrium in the debtor 
countries. 

Sources: British Information Services, Official Text of 

Sir Stafford Cripps Speech in House of Com- 
mons, September 16, 1948; The Times, Lon- 
don, England, September 17, 1948. 
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rights of each country in the system of intra-European 
payments. The distribution of credits is provisional and 
will be definitive only when agreement is reached on the 
methods of placing national currency at the disposal of 
the other participating countries within the framework 
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of the new intra-European payments system. 


Agreement on the distribution of direct aid, which 
totals $4875 million, has been obtained from all coun- 
tries; Greece and Turkey, however, reserve the right 
to set up import programs payable in dollars for amounts 
larger than those decided upon. The distribution ap- 
proved by the Organization for the year beginning July 
1, 1948 is as follows (in millions of dollars) : 


United Kingdom 1263 
France 989 
Italy 601 
Netherlands (incl. 

$84 million to 

N.E.I.) 496 
Bizone Germany 414 
Belgian-Luxembourg 

Union 250 
Austria 217 


Greece 146 
Denmark 110 
French Zone of 
Germany 

Norway 84 
Ireland 79 
Turkey 50 
Sweden 47 
Trieste 18 
Iceland 11 


The program of distribution of intra-European aid, 
which it is expected will be accepted by the participating 
countries shortly, is as follows (all figures are net) : 


Contributions of Creditor 
Countries 
(million dollars) 
United Kingdom 282.00 
Belgium 
Sweden 
Italy 
Turkey 
Bizone 


Drawing Rights of Debtor 
Countries 
(million dollars) 

France 323.30 
Netherlands 71.70 
Greece 66.80 
Austria 63.50 
Norway 31.80 
Denmark 6.80 
French Zone of 

Germany 0.80 


564.70 


Total 
Total 


The difficulty raised by United Kingdom insistence 
that sterling grants must be spent within the sterling area 
remains to be settled (see above). 


Tentative fourth quarter allotments announced on Sep- 
tember 18 by the Economic Cooperation Administration 
were as follows (in millions of dollars) : 


Austria 85 

Belgium-Luxembourg and Belgian Dependent 
Overseas Territories 

Denmark 

Trieste 

France and Dependent Overseas Territories 

Germany: Bizone 

Germany: French Zone 

Greece 

Iceland 

Treland 

Italy 

Netherlands 

Netherlands East Indies 

Norway 

United Kingdom 


On September 10, ECA announced a “streamlining” 
of its administrative procedures by which funds were to 
be alloted four months in advance, for use in the coming 
quarter and in the two succeeding ones. Partial allotment 
for succeeding quarters was designed to enable participat- 
ing countries to allocate funds for advance orders of 
commodities of which delivery was slow. The allot- 
ments for the fourth quarter are thus designed to cover 
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such preliminary orders in the first and second quarters 
of 1949, 

The fourth quarter allotments involve no ECA com- 
mitments on the forthcoming annual allotments for the 
fiscal year 1949, as such commitments entail review of 
the recent OEEC estimates of the total amount and dis- 
tribution of aid. Part of these allotments will be condi- 
tional upon the extension of similar intra-European 
grants by participating countries with surpluses. 
Sources: Economic Cooperation Administration, Press 

Releases, Washington, D.C., September 10 and 
19, 1948; L’Echo de la Bourse, Brussels, Bel- 
gium, September 14, 1948; Neue Zuercher 
Zeitung, Zurich, Switzerland, September 15, 
1948. 


EUROPE 


Film Agreement Between France and U.S. 


On September 16 a film agreement was signed by 
France and the United States providing for the gradual 
transfer of French earnings of U.S. motion picture firms 
and establishing a new distribution quota for U.S. 
films in France. The agreement will run for four years 
from July 1, 1948. 

The agreement affects the transfer to the U.S. of about 
$11.7 million of blocked earnings, which represents the 
balance of earnings by U.S. firms prior to July 1947. 
The French paid about $2 million but suspended pay- 
ments because of the dollar shortage. U.S. companies 
will now be allowed to remit $3,635,000 a year in quar- 
terly installments; of that amount $2,438,205 will repre- 
sent the transfer of blocked earnings accrued before 
July 1, 1947 and will be made at the exchange rate of 
119 francs per dollar. 


Earnings not repatriated will be freed for use in 
France, such as payment of official expenses, advertis- 
ing expenses, purchase of literary properties, purchase of 
long-term government and industrial securities other 
than those of the motion picture industry, purchase of 
real estate and studios, etc. In certain cases, authoriza- 
tion by the French Centre National Cinematographique 
will be required before decision is made on the use of 
franc earnings. 


Sources: New York Herald Tribune, Paris, France, 
August 31, 1948; The Wall Street Journal, 
New York, N.Y., September 17, 1948. 


French Denial of Arbitrage on Wool 


The Commercial and Financial Chronicle of Septem- 
ber 9 reported that certain European countries, one of 
them France, had “abused trading facilities with the 
sterling area in order to secure additional dollars.” A 
striking instance of this practice, according to The Chron- 
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icle, was the systematic re-export of wool and other 
Australian products to the United States. 

In reply, Le Monde has published the following offi- 
cial statement of the French Ministry of Finance (which 
supervises the Exchange Control Office) : “No operations 
of the kind referred to have been allowed by the French 
authorities. Investigations have been made of the activi- 
ties of professional organizations and their members in 
order to learn if the French prohibition of such opera- 
tions had been violated. No such infraction has been 
found. The Prime Minister of Australia has assured our 
representative in Canberra that he did not doubt or 
question the regularity of the transactions made by 
France, and stated that French transactions in Australian 
wool had been effected correctly.” 


Sources: Le Monde, Paris, France, September 12 and 
13, 1948. 


Anglo-Danish Trade Agreement 


An Anglo-Danish trade agreement has been signed, 
replacing the existing pact which is due to expire this 
month. During the next 12 months the United Kingdom 
will receive 60 per cent of the exportable surplus of 
Danish butter and 90 per cent of the bacon export 
(amounting to 65,000 and 50,000 tons), at unchanged 
prices of 321s. 6d. and 225s. per cwt., respectively. The 
agreement on bacon will operate for four years subject 
to price revisions. During the last 12 months exports of 
butter amounted to 40,000 tons and bacon to 24,000 
tons. The U.K. will export over 2 million tons of coal 
and coke, 60,000 tons of steel, and £5 million worth 
of petrol, substantially greater quantities than have been 
sent this year. Danish imports of British manufactured 
goods are to be expanded under the agreement from £28 
million to £45 million (f.0.b.). In addition, arrange- 
ments are to be made to facilitate the transfer of sterling 
by Denmark to third countries, and Denmark’s debt. of 
400 million kroner to the U.K. will be repaid by 1952. 
Sources: The Times, London, England, September 14, 

1948; The Economist, London, England, Sep- 
tember 18, 1948; Records and Statistics, Sup- 
plement to The Economist, London, England, 
September 18, 1948. 


Italy's Shipbuilding Program 


The first part of the reconstruction program for Italy’s 
merchant marine was approved on September 17 by 
the Council of Ministers. The program calls for 260,000 
tons of new tonnage, most of the ships falling in the 
mixed passenger-cargo category. The State will grant a 
direct guarantee for about 40 per cent of the total 
value of production. In addition, it may possibly grant 
low-interest loans to help finance private shipbuilders; 
part of the lira proceeds from the sale of ERP goods 
would be used for this purpose. 


Source: ANSA News Agency, Inc., Bulletin, New York, 
N.Y., September 17, 1948. 


Italy's State Railroad to Float Loan 


In the second part of September, the Italian State Rail- 
road will float a 50 billion lire loan guaranteed by a 
Governmental Finance Agency and by the Treasury. 
Each bond will have a 5000 lire par value and will be 
sold at 4500. The interest rate will be 4% per cent. The 
State Railroad will issue to bondholders, chosen by lot 
every year, free first class passes over the entire network 
in the ratio of one pass for every 500 bonds. 

Source: Economic News from Italy, New York, N.Y., 
September 16, 1948. 


Bizone Trade Agreements 


‘A trade agreement recently concluded by Austria and 
the Joint Export-Import Agency of the German Bizone, 
covering the period from August 15, 1948 to August 14, 
1949, provides for Austrian deliveries valued at $21 mil- 
lion. They will include mainly magnesite, graphite, iron, 
steel and metal products, machinery, pulp and paper 
products, timber, and chemicals. Bizone exports to Aus- 
tria in return, totaling $16 million, are to consist chiefly 
of machinery and spare parts for the Austrian textile, 
timber, and mining industries, agricultural machinery, 
electrical equipment, motor vehicles, dyes, chemicals, 
drugs, and hops. The value of Austria’s 1947 imports 
from the Bizone, excluding coal, was only $0.3 million; 
German deliveries under the new agreement therefore 
represent a great improvement over last year. Substan- 
tial German coal deliveries to Austria, which are subject 
to settlement on special account, are not covered by the 
agreement; and the negotiations concerning mutual elec- 
tricity deliveries are still in progress. 

An agreement signed by Italy and the Bizone calls for 
exchanges amounting to the equivalent of $110 million. 
Italy will provide fruits and vegetables, hemp, rayon, 
railroad equipment, machinery, sulphur, quicksilver, 
drugs, nitrogen, fertilizers, seeds, and silk, while the 
Bizone will furnish coal, iron and steel products, ma- 
chinery, precision instruments, lumber, seed potatoes, 
potash, chemicals, fertilizers, drugs, dies, lupines, etc. 
The agreement expires June 30, 1949. After the agree- 
ment was reached, an Italian delegation signed the first 
sizable order for rolling stock. Italian producers will allo- 
cate the order among themselves. Germany will buy 4500 
freight cars, for delivery before June 30, 1949, at a total 
value of $16.5 million. It is reported that ECA funds 
will be used. The Italians were the lowest bidders against 
Belgian, Czech, Hungarian, and French competitors. 
Sources: Neue Zuercher Zeitung, Zurich, Switzerland, 

August 11, 1948; Rhein-Neckar-Zeitung, Heidel- 
berg, Germany, August 23, 1948; Economic 
News from Italy, New York, N.Y., September 
6 and 16, 1948. 
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German Reparations 


After discussing the problem of reparation deliveries in 
the form of industrial capital equipment, the Assembly 
of the Inter-Allied Reparation Agency (IARA) in Brus- 
sels requested its President to send a letter to the repre- 
sentatives of the Governments of the United States, the 
United Kingdom, and France, drawing attention to the 
delays of the past year. 

The letter, sent early in September, recalled that rep- 
resentatives of the Western Zone Commanders informed 
IARA in October 1947 that the final list of German 
plants scheduled for reparations would total approxi- 
mately 858, including plants already allocated but ex- 
cluding those of prohibited industries. At that time IARA 
was asked to reorganize its allocation procedure, to make 
possible a rapid conclusion of the program. The request 
was carried out immediately. When, by February 1948, 
no further communication had been received from the 
Western Zone Commanders, the Assembly addressed a 
resolution to the Governments of the Occupying Powers, 
asking when future allocations could be expected. Four 
months later, the Western Zone Commanders made only 
158 plants available for immediate allocation, and listed 
inventories for only 91. 


The complete allocation, even of these 91 plants, was 
impracticable for the following reasons. The propor- 
tionate amount of reparations to which each Member 
Government is entitled is governed by the Paris Agree- 
ment on reparations. As high grade machines and equip- 
ment are contained in the full list of reparation plants, 
while the 91 plants mentioned above contain a dispro- 
portionate amount of inferior equipment, Member Gov- 
ernments are not willing to prejudice their opportunity 
of obtaining better quality equipment by exhausting their 
percentage shares in reparations on bids for less useful 
materials. The absence of a final list, and the failure 
to implement the proposals put forward a year ago, 
make it impossible for IARA to achieve one of the chief 
purposes for which it was established. 


Source: Inter-Allied Reparation Agency, Press Com- 
munique, Brussels, Belgium, September 14, 1948. 


Hungarian-Argentine Trade Agreement 


Hungary’s postwar attempts to expand trade with South 
America resulted in the signing of its first trade agree- 
ment with Argentina on July 14. The agreement, cover- 
ing a period of four and a half years, provides for 
exports and imports totaling $309 million. 


Hungary will send to Argentina both capital goods 
(List “A”) and consumption goods (List “B”). The 
commodity items—particularly those in List “A”—cover 
almost all important goods produced by the country’s 
industries. Imports from Argentina comprise cotton, 
wool, hides, skins, quebracho, linseed oil, industrial tal- 
low and wax, horsehair, etc. 
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Payments will be effected on a dollar basis. The mu- 
tual deliveries are to balance, except for 40 per cent of 
Hungarian exports to Argentina included in List “A” 
(equaling about 30 per cent of all Hungarian deliveries, 
with a value equivalent to $46 million), which are to be 
paid for in U.S. dollars, sterling, Dutch guilders, Bel- 
gian francs, and Italian lire, all in equal proportions. 
Source: Danubian Trade, Budapest, Hungary, August 

1948, 


Rumanian-Belgian Trade Agreement 


On September 7, Rumania and Belgium signed a 
trade agreement providing for the exchange of goods to 
the value of 1 billion Belgian francs ($22.8 million). 
Rumania’s exports to Belgium will include grain, pe- 
troleum, and wood; her imports will be industrial prod- 
ucts. The significance of the agreement for Rumania is 
that, according to reports, one half of the Belgian de- 
liveries will be capital equipment. The value of Belgian 
deliveries of textiles will be 80 million Belgian francs. 
Source: Neue Zuercher Zeitung, Zurich, Switzerland, 

September 9, 1948. 


U.S.S.R. Reduces Claims Against Bulgaria 


Financial claims of the U.S.S.R. against Bulgaria, to 
which the two Governments had agreed following the 
Soviet-Bulgarian Protocol of January 10, 1948, are re- 
ported to have been reduced or waived as follows: (a) 
The amount due to the U.S.S.R. for former German 
assets which, according to the Peace Treaty, had become 
Soviet property, has been reduced from $9 million to 
$4.5 million. (b) The U.S.S.R. Government has waived 
its claim of 2,970 million levae ($10.4 million) for 
damages caused to former German assets in Bulgaria 
during the period when they were under Bulgarian ad- 
ministration. 

The U.S.S.R. is reported to have agreed to transfer 
to Bulgaria all Soviet-owned commercial and transport 
enterprises in that country, including a credit institution, 
two small power stations, several buildings, and land, 
valued at 576 million levae ($2 million), for half that 
sum payable in Bulgarian levae. 


Source: Free Bulgaria, Sofia, Bulgaria, August 1, 1948. 


MIDDLE EAST 


Aswan Dam Project 


The difficulties of undertaking new investment pro- 
grams in underdeveloped countries, where large con- 
vertible foreign exchange balances are not available, are 
illustrated by the Aswan Dam project in Egypt. Work 
on this project, which was started early this year by 
Swiss contractors, was suspended in July because of 
the shortage of Swiss francs required for payment. Ne- 
gotiations are now under way for a barter exchange of 
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long staple cotton for the Swiss equipment needed to 

resume work on the project. 

Source: Middle East Economic Service, Forest Hills, 
N.Y., July 1948. 


Turkish Trade and Payments 


Turkey’s sterling balances, which amounted to about 
£20 million when sterling convertibility was abandoned, 
have recently declined to about £7 million, and may 
be exhausted by the end of 1948 if sterling imports con- 
tinue at the current rate. By arrangement with the U.K. 
Treasury, the balances are being used for payments in 
the sterling area and countries outside the area which 
are ready to accept sterling. This arrangement, as well 
as Turkey’s increased dependence on sterling imports 
as a result of the dollar shortage, has contributed to 
the rapid decline of its sterling assets. 

Since the need for British products is considerable, 
exports must be pushed in order to obtain the necessary 
sterling funds to support the flow of British imports. 
Reversing its former position, the Government is now 
encouraging exports in sterling. 

The Ministry of Commerce has issued new regula- 
tions, effective August 16, broadening the basis of pay- 
ment for exports and relaxing the export licensing 
system. Exports are classified according to the various 
types of payment and license requirements. Five types 
of payment are distinguished: (1) in free exchange, 
defined in terms of U.S. dollars and Swiss francs; (2) 
through payment agreements; (3) in sterling against 
exports to non-agreement countries; (4) by compen- 
sation; and (5) by blocked lira accounts. 

The exports which must be paid for in free exchange 
are limited to livestock, meat, and certain kinds of 
cheese. With the exception of these and a few items 
whose export is prohibited, all goods may be exported 
within the framework of payment agreements. Exports 
permitted to non-agreement countries against sterling 
exclude those mentioned above as well as certain pulses, 
cereals, minerals, vegetable oils, and oilseeds. Exports 
by compensation are limited further, but may be varied 
depending upon the type of imports available. Blocked 
lira accounts may be used for the export of a few minor 
items. With the exception of livestock, meat, certain 
vegetable oils, and oilseeds, whose export is subject to 
license against all types of payment, exports against 
free exchange under payment agreements, or against 
sterling to non-agreement countries, are license free. In 
transactions involving compensation or the use of 
blocked liras, all permitted exports are subject to 
license. 

The new regulations reduce the free exchange require- 
ment for exports, enlarge the list of goods exportable 
within the framework of payment agreements, remove 
restrictions against exports in sterling while making 
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sterling more widely acceptable, and limit the use of 
export licenses. 

The Central Bank of Turkey is authorized to grant 
the credits provided under the terms of the trade and 
payment agreements and to issue notes against these 
credits, according to an agreement signed by the Cen- 
tral Bank and the Ministry of Finance and ratified by 
Law No. 5256 of July 7, 1948. The Bank also under- 
takes to buy and sell such foreign exchange as the Min- 
istry of Finance may designate, as well as foreign ex- 
change resulting from the operation of trade and pay- 
ment agreements, and to issue notes against purchases of 
such foreign exchange. The amount of the purchases is to 
be jointly determined by the Central Bank and the Min- 
istry of Finance, but it may not exceed 2 million liras. 
Any profits or lesses resulting from these exchange opera- 
tions will accrue to the Treasury. 

Sources: Official Journal No. 6957 and No. 6978, An- 
kara, Turkey, July 14 and August 10, 1948; 
The Times, London, England, August 12, 1948. 


New Exchange Control Regulations in Syria 


According to the exchange control regulations recently 
introduced in Syria, exporters are required to surrender 
foreign exchange proceeds to the control office, and ob- 
tain transferable certificates for 80 per cent of the pro- 
ceeds. The certificates can be used only for imports 
specified by the Ministry of National Economy with a 
view to securing the essential needs of the country. Ex- 
ports are subject to license and are allowed only when 
the surrender of foreign exchange proceeds is fairly 
certain. Imports without an official grant of foreign 
exchange are not allowed. 


Sources: Syrian Government, Decree 1736, July 31, 
1948, and Decree 1835, August 14, 1948; Le 


Commerce du Levant, Beirut, Lebanon, August 
14, 1948. 


FAR EAST 


Checking Inflation in India 


Economists, labor leaders, bankers, industrialists, 
.peasant interests, and socialists have submitted to the 
Government of India six reports suggesting measures 
for checking present inflationary trends. These reports 
show agreement on the following: steps to increase pro- 
duction, controls over essential articles, slowing down 
the prohibition plan so as to avoid substantial loss of 
revenue, economy in Government expenditure, liberal- 
ization of import policy, and measures to mop up the 
public’s excess purchasing power. Non-official econo- 
mists have recommended a graduated surcharge on the 
income tax on personal income above Rs 5000 ($1500 
a year), higher business profits tax, steeply graduated 
death duties, cessation of further note issues by the 
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Reserve Bank of India, preference for imports of essen- 
tial consumer goods, and adequate production bonuses 
to labor. 

Labor leaders recommend a freezing of some portion 
of currency and credit, and a production drive through 
subsidies to cottage industries to increase the supply of 
consumer goods. Industrialists advocate a ceiling on 
wages, profits, and prices at present levels with a view 
to bringing them down later, a purchase tax on luxuries, 
and a special surcharge on railway, shipping, and air 
passenger fares. They offer voluntarily not to distribute 
dividends above the average of the last three years and 
suggest that the Government abandon its plan for re- 
viewing the position of certain basic industries in order 
to consider the possibility of further nationalization at 
the end of ten years. Bankers suggest, inter alia, the 
issue of bearer bills by banks in denominations between 
Rs 10 ($3) and Rs 100,000 ($30,000), payable after 
five years, so as to withdraw from circulation a sum 
estimated at Rs 2000 ($600) million. Socialists favor 
the establishment of a state monopoly over export and 
import trade and a policy of importing foreign capital, 
if necessary, with the assistance of foreign entrepreneurs. 
Source: Government of India Information Services, Re- 


lease, Washington, D.C., September 14, 1948. 


Indian Coal Output 


While coal output in India during the first half of 
1948 was at an annual rate of over 31 million tons, 
inadequate transportation facilities have resulted in an 
accumulation of pithead stocks to more than three times 
the normal level. Special assistance to overstocked col- 
lieries is being considered by the Coal Transport Ad- 
visory Committee. It is feared that the transport bottle- 
neck may lead to lower coal output. 

Source: The Eastern Economist, New Delhi, 
August 27, 1948. 


India, 


Readjustment of China’s Internal Debt 

The Chinese Ministry of Finance recently declared 
that the internal debt denominated in foreign currencies 
is to be consolidated and converted, at the official ex- 
change rate of GY$4 to US$1, into new gold yuan bonds 
scheduled to be issued on October 1, while loans issued 
in the former Chinese National Currency will be repaid. 

Chinese Government bonds that were issued in foreign 
currencies during and after the Sino-Japanese war and 
were still outstanding when the new currency was estab- 
lished are (1) 1938 Gold Bonds, (2) 1940 Reconstruc- 
tion Gold Bonds, (3) 1942 Allied Victory U.S. Dollar 
Bonds, and (4) 1947 U.S. Dollar Short-term Treasury 
Notes. The new Gold Yuan Bonds which will replace 
these issues will be divided into three groups: (1) 
“Class A,” totaling GY$137 million, to be retired in 
five years, will redeem the first and second issues of 








1947 U.S. Dollar Short-term Treasury Notes. (2) “Class 
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B,” totaling GY$325 million, to be retired in ten years, 
will replace the 1938 Gold Bonds originally issued to 
the amount of 100 million Customs Gold Units (valued 
at CNC20 to 1 CGU), US$50 million, and £10 million 
and also the 1942 Allied Victory U.S. Dollar Bonds. 
(3) “Class C” Bonds, totaling GY$61 million, to be 
retired in twenty years, will replace the 1940 Recon- 
struction Gold Bonds in both U.S. currency and sterling. 
All these issues will bear interest at five per cent per 
annum, payable semi-annually. 

Loans issued in the former Chinese national currency 
will be completely retired at once, even though, accord- 
ing to their original terms, they nominally should mature 
after a period ranging from about two to thirty-three 
years. Their face value will be valorized on a multiple 
basis, ranging from 1,000 to 27,000 times the original 
value.. For prewar bonds, each CNC$100 will be valued 
at CNC$2,700,000, to be paid in gold yuan at the rate 
set for converting the former Chinese national currency 
to the gold yuan. 

Source: Ta Kung Pao, Shanghai, China, September 6, 
1948; Chinese News Service, Special Release, 
New York, N.Y., September 9, 1948. 


Sharp Decline in Philippine Copra Exports 


The volume of Philippine copra exports during the 
first seven months of 1948 was 27 per cent less than 
in the same period of 1947. This decline was due 
partly to lowered production, because of a typhoou in 
the growing season, and partly to buyers’ resistance to 
high prices. Prices in the Manila market reached a 
peak of 614% pesos ($30.75) per 100 kilos during the 
week ended June 12, compared with a monthly high of 
46 pesos ($23.00) in 1947. Prices fell substantially in 
the latter part of June and in July; by the end of August 
only part of this decline had been regained. 

In 1948, as in 1947, copra exports will probably be 
the chief source of dollar earnings, but it now seems 
that total earnings will be considerably less than had 
been anticipated. 

Sources! Bureau of Commerce, Review of Business Con- 
ditions (mimeographed), July 7-13, 1948, 
Manila, Philippines; Far East Trader, San 
Francisco, California, September 8, 1948. 


UNITED STATES AND CANADA 


U.S. Balance of Payments 


The U.S. export surplus declined from $11.3 billion 
in 1947 to $7.6 billion (annual rate) in the first half 
of 1948, as a result of a decrease in exports and an in- 
crease in imports. Preliminary estimates indicate that 
total exports of goods and services in the first half of 
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1948 were at an annual rate of $17.6 billion, which 
represents a considerable decline from the $19.8 billion 
for 1947. U.S. imports of goods and services continued 
to rise—from $8.5 billion in 1947 to an annual rate of 
$10.0 billion in the first six months of 1948. 

With $3.7 billion (annual rate) less needed by foreign 
countries to finance U.S. exports, the liquidation of 
foreign gold and dollar assets dropped to an annual 
rate of $2.0 billion, while dollar aid provided by the 
U.S. Government, the International Bank, and the Mon- 
etary Fund declined by $1.5 billion. Private aid, how- 
ever, increased by a rate of $500 million, to $1.8 billion. 

Although U.S. Government aid continued to decline— 
from $5.7 billion in 1947 to an anual rate of $5.2 billion 
in the first quarter of 1948 and an annual rate of $3.6 
billion in the second quarter of 1948—grants actually 
increased during the first half of 1948 to almost double 
the 1947 level. Loans, however, were only about half 
those in 1947, reflecting the end of disbursements on 
the British loan. ECA disbursements of $200 million 
between April and June approximately offset the decline 
in earlier grant programs. 

Source: U.S. Department of Commerce, Press Release, 
Washington, D.C., September 20, 1948. 


Yugoslavia Pays U.S. $17 Million 


The U.S. Department of State announced on Septem- 
ber 13 that it had received a check for $17 million 
from Yugoslavia in accordance with the agreement of 
July 19, 1948, which provides for the settlement of U.S. 
property nationalized in Yugoslavia and other out- 
standing monetary claims between the two Governments. 
The $17 million will be held by the U.S. Treasury until 
Congress or its designated agency takes action to dis- 
tribute the money to eligible claimants. 

Source: U.S. Department of State, Press Release, Wash- 
ington, D.C., September 13, 1948. 


Canada’s Tourist Receipts 

During the first eight months of 1948, 1.3 million 
foreign vehicles entered Canada on travellers’ vehicle 
permits (issued where the vehicle remains in Canada 
more than 48 hours or travels beyond the jurisdiction 


of the port of entry). This traffic was 7.1 per cent 
higher than in the corresponding period of 1947 and 
would have been greater if the traffic of the Labor Day 
week-end had entered in August as it did last year. 

It has been estimated by The Financial Post that U.S. 
tourist expenditures in Canada in 1948 will establish 
a new record of about $275 million, or 17 per cent 
above the previous record of $235 million in 1947. The 
expected increase results not only from the greater 
number of tourists but also from higher Canadian prices 
and from the relaxation of U.S. customs regulations. 
This year a U.S. resident may, after an absence of 12 


103 


days, return with goods valued at up to $400 without 
being subject to duty. Previously the exemption had 
been $100. 


Since expenditures by Canadian tourists in the United 
States in 1948 may not exceed $100 million, The Finan- 
cial Post suggests that Canada’s net balance with the 
U.S. may total $175 million—more than twice the cor- 
responding figure for 1947. This balance will not all 
be in U.S. dollars, however, as more and more U.S. 
tourists are buying Canadian dollars at a discount in 
the U.S. unofficial market. 


Sources: Canada, Dominion Bureau of Statistics, Vol- 
ume of Highway Traffic Entering Canada on 
Travellers’ Vehicle Permits, Ottawa, Canada, 
August 1948; The Financial Post, Toronto, 
Canada, September 11, 1948. 


Growth of Canada’s Pulp and Paper Industry 


Canada’s 113 pulp and paper mills are expected to 
produce more than 8 million tons of products this year, 
valued at approximately $900 million. Production in 
1947 was 7.7 million tons, valued at $700 million. 
Facilities for producing chemical pulp have expanded 
greatly, and output of this branch of the industry is 
showing the greatest increase. Newsprint output is 
expected to be 3 per cent above that in 1947, market 
pulpwood is estimated as advancing 6 per cent, and 
other branches are likely to show an increase of 12 per 
cent or more. It has been suggested that the newsprint 
industry alone (which produced 4.4 million tons in 
1947) could raise its output to 5 million tons by 1951 
or 1952 if it felt that such production could be disposed 
of in view of currency restrictions abroad. 

Exports of pulpwood, pulp, and paper in 1948 are 
expected to exceed their 1947 value of $585 million and 
may total $700 million, largely as a result of higher 
prices. About 90 per cent of these exports are going 
to the United States. Newsprint is Canada’s largest 
single earner of U.S. dollars, but woodpulp is becoming 
increasingly important. In the first six months of 1948, 
woodpulp exports, on a tonnage basis, totaled roughly 
40 per cent of newsprint shipments; yet dollarwise, 
they equaled 60 per cent of newsprint exports. The 
pulp and paper industry as a whole is estimated as 
contributing 45 per cent of the dollar total of Canada’s 
exports to the U.S. 


Source: The Financial Post, Toronto, Canada, Septem- 
ber 18, 1948. 


LATIN AMERICA 


ECA Expenditures in Latin America 
An official of the ECA stated before the Inter-Amer- 


ican Council of Commerce and Production in Chicago 
that nearly $100 million in goods had been shipped 








from Latin America to Europe during the last year. 
These purchases were financed largely by Marshall Plan 
funds. 

Source: The Wall Street Journal, New York, N.Y., Sep- 
tember 21, 1948. 


Price Trends in Columbia and Venezuela 


Prices continue upward in Colombia and Venezuela. 
Since the beginning of 1948, the working class cost-of- 
living index in Bogota, Colombia has risen at an accel- 
erated rate; in June it was 291 (1937—100), an increase 
of 15 per cent over December 1947. For the first half 
of 1948, it averaged 277, compared with 239 in the 
corresponding period of 1947 and 245 for the entire 
calendar year 1947. The rise in wholesale prices has 
also been rapid, the index of prices of foodstuffs in 18 
cities registering 335 (1937100) in June 1948, com- 
pared with 295 in the same month of the previous year 
and an average of 287 in 1947. 

The Venezuelan price indexes have not risen so sharply 
as those in Colombia. By December 1947, the latest 
date for which figures are available, the cost-of-living 
index in Caracas had increased 85 per cent over 1937. 
The average index for 1947 was 172. The general 
wholesale price index in the same city (1938100), 
which averaged 156 in 1947, stood at 179 in July 1948. 
Sources: Revista del Banco de la Republica, Bogota, 

Colombia, July 1948; Boletin Interno del 
Banco Central de Venezuela, Caracas, Vene- 
zuela, August 1948; International Monetary 
Fund, /nternational Financial Statistics, Wash- 
ington, D.C., August 1948. 


Peruvian Economic Development Commission 


By Presidential Decree of June 25, a coordinating 
commission was established to study financial projects 
for the development of Peru. These projects are to 
be presented to the International Bank for Reconstruc- 
tion and Development. The commission will be com- 
posed of eight members—three appointed by the Pres- 
ident and five by the different financial institutions in 
charge of specific programs of economic development. 
Source: Boletin del Banco Central de Reserva del Peru, 

Lima, Peru, June 1948. 





AFRICA 


Northern Rhodesian Copper 


Copper production in Northern Rhodesia averaged 
18,150 tons a month in the first seven months of 1948, 
compared with 16,200 tons a month for 1947, or about 
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ten per cent of the world’s output. Since then production 

has been hampered by a severe shortage of coal, resulting 

from lack of railway rolling stock. Transport is expected 
to improve in the coming months. Practically the entire 
output is shipped to the United Kingdom. 

Total exports of Northern Rhodesia in the first nine 
months of 1947 were valued at £14.7 million, of which 
copper constituted about 90 per cent. Imports were only 
£7.3 million in the same period, which made Northern 
Rhodesia the British colony with the largest export sur- 
plus in 1947, 

Sources: The Economist, London, England, September 
18, 1948; Records and Statistics, Supplement 
to The Economist, London, England, September 
18, 1948. 


Appointments of IMF Governors 


Dr. Hans Rizzi, President of the Austrian National 
Bank, has been appointed the Fund Governor for Austria, 
and Dr. Frans Stoeger-Merenspach, General Manager of 
the Austrian National Bank, Alternate Governor. 

Iraq has designated as its Governor Mr. Ahmad Izzat 
Mohammed, and as its Alternate Governor, Mr. Amin 


Mumayiz. Both have appointments at the Embassy in 
Washington. 


Corrigendum 


In the News Survey for September 16, 1948, p. 94, 
it was stated that the statutory limit of 26 per cent 
required by Federal Reserve Banks against net demand 
deposits of central reserve city banks was also the 
required ratio until recent action. The required ratio, 
however, was 24 per cent, and it is to be raised, as of 
September 24, 1948, to 26 per cent. 























International Financial News Survey, written b 
members of the staff of the Fund, is based on ma 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
uoted and are not necessarily those of the Fund. 
ince space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 
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